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BEFORE THE STATE BOARD or EQUALI ZATI ON
OF THE STATE OF CALI FORNI A

In the Matter of the Appeal of

SPECI ALTY RESTAURANTS
CORPORATI ON

No. 83A-1323-SW

For Appel lant: St ephen Kunkel
Certified Public Accountant

For Respondent: Anna Jovanovich
Counsel

OPI NI ON

"This appeal is nade pursuant to section 256661/
of the Revenue and Taxation Code fromthe action of the
Franchi se Tax Board on the protest of Specialty
Restaurants Cor poration agai nst proposed assessnents of
additional franchise tax in the amunts of $12,096 and
$25,922 for the income years ended June.30, 1977, and
June 30, 1978, respectively.

Nress oinerw se specified, all section references
are to sections of the-Revenue-and Taxation Code as in
effect for the income years in issue.
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Appeal of Specialty Restaurants Corporation

There are five issues presented in this
appeal :

_ (1) Whether subsidiary corporations which were
in the process of formation during the years in question
should be included within appellant's unitary business.

- (2) Wether related corporations which are
engaged. in distinctly separate enterprises should be
conbined within appellant's unitary Dbusiness.

(B%V%ether respondent's actions in reducing
gppellant's ad debt reserve constituted an abuse of
| scretion.

(4) Wether income fromthe sale of particular
property should be included in the year the promssory
notn for payment was i ssued t» appellant or in the Yyear
the proceeds were actually received.

(5) Wiether the mnimum franchise tax is
payabl e when the apportioned tax due fromcertain unitary
‘subsidiaries is |ess than the m ni num .tax.

The follow ng facts give a general view of
appel | ant's operations,. The facts which apply only to a
Si n%le issue wWill be discussed in detail in the portion
of thfs appeal which relates directly to that issue,

Appel lant is engaged prinmarily in the restau-
rant business. Its founder and nmajor shareholder is
David C. Tallichet, St., a forner rid War Il bomber
pilot. Because of Tallichet's interest in vintage
aircraft, many of appellant's restaurants_are |ocated at
airports and feature restored aircraft. The majority of
appel lant's 50 restaurants and shoppi ng villages are
| ocated in California and are on publicly owned |and near
har bors, railroad stations, and airports.

In addition to the restaurants and shopping

| 1 ages, appellant also controls three subsidiaries
ich"are involved in the aircraft business, One of
hese, Mlitary Aircraft Restoration Corporation
.A.R.C.), is engaged in the business of purchasing,
estorln%, and displ ayi ng antique military aircraft. It
is MA R C. which restores the planes for use in
conjunction with appellant's airport restaurants.

ApPeIIant owns 67 percent of amother subsidi-
ary, Euroworld, which was incorporated in California on
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July 8, 1977, for the express parpose of inporting a
specCified number of aircraft for resale primarily to
Third Wrld nations and airplane enthusiasts. Appel -
lant's partner in this conpany is Visiopair |nter-
national, Inc., a foreign corporation which helped |ocate
the airplanes for Buroworld's activities.

~ Appellant is also involved in a joint venture,
entered into on February 21, 1975 with Vintage Aircraft
International, Inc. As part of the agreement, 24 Werld
War || fighter bonbers were purchased from the government
of Irag. "All of these planes have been kept in Florida,
8end| ng resale. One has undergone restoration in Texas,
ut none of them have been used in conjunction with
appel lant's restaurant business.

. I n 2339, appellant's frzechise tax returns for
the incone years ended June 30, 1977, and June 30, 1978,
were audited by respondent. Nine areas ofpotential
di screpancies were tound, and Notices of Additional Tax
Proposed to be Assessed were sentto appellant on
March 20, 1981. Appellant protested the proposed -
assessinents and a hearing was held on Cctober 26, 1982.
Respondent affirmed its position on five of the.issues
and-four wereresolved in appellant's favor. Appellant
was notified of this result b% notices of action sent by
respondent on Cctober 17, 1983, in response to which
appel lant filed this tinely appeal.

The first issue presented in this apPeaI I'S
whet her subsidiary corporations which were in the process
of formation during the years in issue were includible in
appel l ant' s conbi ned report.

AFI])peI | ant has an Atlanta H | restaurant which
opened to the public in 1982. Appellant selected the
Site for the restaurant on Januar§ 24, 1977, and Atlanta
HIl was incorporated on August 29, 1977. Al other

- activities relating to Atlanta HIl were initiated after
the appeal years. ~For exanple, the [and was not pur-
gggfed until 1979 and construction did not begin until,

_ Ap[nel lant, allegedly for internal purposes,
considered Ailanta Hill to be an "inactive conpany”
because it was in its devel opnent state. However, it is
aRpeI lant's position that because it was involved with
the financing. and managenent of Atlanta H Il during its
devel opnent, “it shoul d” be-considered part of appelTant's
unitary business.
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Respondent does not dispute that Atlanta Hill
was part of appellant's unitary business once it was .
fully operational, but in the incone years at issue, it
I's respondent's position that Atlanta H || had not.
commenced doing business. |n support of its position,
respondent notes that Atlanta H Il is not l[isted as a
going concern in appellant's annual report for the years
In issue.

_ W have held that a subsidiary can be part of a
unitary business fromthe tine it comences business in
this state. (Appeal of Househol d Finance Corporation
Cal. St. Bd. ofEqual., Nov. 20, 1968.) Section 23101
defines "doing business" as. actively engaging in any
transaction for the purpose of financial or pecuniary
gain or profit.. The regulations provide that a
corporation nmay be considered to have comenced doing.
busi ness at ary tinme after its artizles of incorporatiun
are filed. (Cal. Admin. Code, tit. 18, reg. 23222.)

_ In the present case, Atlanta Hill's articles of
incorporation were filed on August 29, 1977. The only
activity conducted during the appeal .years, hovwv r, was
the_selection of a site for the restaurant. The land was
not purchased and construction did not begin until after
the appeal years. Selecting a site, under these circum
stances, seens clearly to constitute an act-preI|n1nar§
to doi ng business. See Appeal of Devmar, Inc., Cal. St.
Bd. of Equal., Feb. 6, 19737) we nust conclude,
therefore, that Atlanta H Il was not "doing business"
during the years at issue.

_ A second subsidiary, Boatyard Village, was
incorporated on May 15, 1978, just Six weeks before the
close of the last 1ncome year at issue. The site was

sel ected on Cctober 27, 1977, by appellant, but all other
activities relating to this corporation did not conmrence
until after the period in issue. For the reasons

di scussed in detail above, we conclude that respondent's
action as to Boatyard Village nust al so be sustained.

The second issue is whether two of appellant's
other subsidiaries, Euroworld and Sea Furies, were part
of its unitary business. On its corporate franchise tax
return, appellant_included Euroworld as part of its .
unitary group. Euroworld is in the business of acquiring .
vintage aircraft for resale. Appellant contends that
Euroworld is part of its unitary business because (1) it
has majority ownership with appellant: (2) it has inter-
| ocking boards of directors and common officers wth
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appel lant; (3) it has joint use of offices, facilities,
equi pment, and |abor wth appellant; (4) it has joint
management functions and conmon accounting and budgeting
with appellant; (s) it has centralized accounting and tax
services with appellant; and (6) it has comon |egal
counsel, accounting, tax services and financing wth
appel | ant .

Respondent concluded that Euroworld was not a
part of appellant's unitary business because appellant
did not provide any information which would indicate that
Euroworld's operations were integrated ig any way with
appellant's unitary restaurant busi ness. 2/ Respondent's
position is that appellant was merely overseeing its
investments and that Buroworld's activities were com
pletely separate and apart from appellant's. Euroworld
was forned to purchase 31 specific alrcraft fromthe
Royal Moiwccaa air Force. The planes were to be sold,
primarily, to the Honduran AirForce and to other
Interested parties. There is no evidence that any of the
aircraft were used in connection with appellant's
restaurants.

Respondent's determination | s presumptively
correct, and appellant bears the burden of proving that
it isincorrect. (Appeal of The amwalt G oup, lInc.., Cal.
St. Bd. of Equal., June 25, 1985.) Appellant nust,
therefore, show that the relationship of Euroworld to
appel l ant was ofsufficient substance to denonstrate the
exi stence of a single unitary business.

_ - The existence of a unitary business is estab-
lished if either of two tests is mef. (Appeal of F.
Wool wor t h uigan% cafal. St. Bd. ofEqual., July 31,

L Jhefaldfornia Supreme Court has determned that
t he existence of a unitary business is definitely estab-

lished by the presence of: (1) unity of ownership; (2)
unity of operation as evidenced by eentral purchasing,
advertising, accounting, and managenent divisions; and

(3) unity of use in its centralized executive force and

eneral system of operation. (Butler Bros. v. McColgan
7 Cal.2dy664, 678 (1941), aff((j., 315 U.S. 501 186 T.=A.

991] (1942).) The court has al so stated that a business

'z']% Respondent has agreed thdt another subsidiary,
litary Aircraft Restoration Corporation, was part  of
the unitary business, because it restores and supplies
ai rpl anes which are used in conjunction with appellant's
airport restaurants.
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is unitary when the operation of the portion of the

busi ness done within California is dependent upon or
‘contributes t0 the operation of the business outside
California. (Edison California Stores, Inc. v..McColgan,
30 cal.2d 472, 481 [183 P.2d 16] (1947).) Subsequent
cases have affirmed these tests and _given them broad
application.' (Superior Gl Co. v. 0l S¢ s

60 cal.2d 406 [34 cal.Rptr. 545 (1983); Honolulu (|

or p. Franchi se Tax Board, 60 cal.2df¥7 I[34
Cal.Rptr. 552] (1963).) In order for appellant to_carrr
its burden of proof, it nust show that 1t is functionally
integrated with EBaroworld and that Euroworld is nore than
an unrelated investnent. (Appeals of Santa Anita
Consolidated, Inc., et al., Cal. St. Bd. of Equal.,

We have held that, in the case of affiliated
corporations, both of the unitary tests require control-

ling ownership. (Appeal of Revere Copper and Brass.
Inc., Cal. st. Bd. of Equal.., UITY 26, ,) control-
Iing ownership does not require 100-percent stock-:
owner ship, but sinply conmon ownership, ' directly or:
---indirectly, of nore than 50 percent of a corporation's
voting stock. ( eal of Saga Corporation, | . st. Bd.
of Bqual., June 29, 1982.) In the present case, unity of
ownership did exist as appellant gyned two-thirds of the
out standi ng stock of Euroworld. espondent - ar gues,
however, that the unities ofuse and operation were not
Bresent and that contribution or dependency did not exist
etween the corporations. W agree with respondent,

_ In the case of vertical or horizontal inte-
gration, the benefits to the group fron1cer}a|n basic, .
connections are usually readily apparent. n-a srtuation
such as this one, however, where the appellant and

- Euroworl d each engaged in a distinct type of business,
wi thout vertical or horizontal integration, we nust
scrutinize the connections |abeled "unitary factors" to
see if, in substance, they result in a single unitary
busi ness the income of which i a@Proprlater reflected
in a conbined report. “"Where the businesses are distinct
in nature, the nere recital of a number of centralized
functions is not sufficient, in our opinion, to establish
unity of operation, unity of use or contribution or
dependency between the operations.” (appeal of Allied

Properties, Cal. St. Bd. of Equal., Mfs » 1964.;
Appeal”_of The amwalt Group. lnc.. supra.)

Appel lant contends that unity of operation was
denmonstrated by the financing provided by appellant and
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the loans that appellant gquaranteed for Euroworld. W
agree wth' appel 'ant that Jnterconpany.flnanC|ng has been
considered "substantial evidence of unity of operation.'
(Chase Brass & Copper Co. v. Franchise Tax Board, 10
cal.App.3d 496 §83 [87 Cal.Rptr. 2391, app. dism. and
cert. den., 400 U'S. 961 {27 n.Bd.2d 381] (19701.) In
this case, however, the financing and guarantees provided -
by appellant were not used for any conmon business
actLV|t3. As we stated in %g€eal of Simeo, | ncorporated,
deci ded Cctober 27, 1964, "TIjfsuchfinancing results iIn
a unitary business virtually every business woul d be

unitary no matter how unrelated were the various
activities.”

There is evidence that unity of staff functions
di d exisL to the extent of common directors and officers,
offices, |egal counsel, tax and accounting counsel, and
centralized corporate records. This, in rtself, however
is not conclusive, As we stated in Appeal of Santa Anita
Consolidated, Inc., et al., supra:

- To denonstrate the existence of a single
unitary business, it is necessary to do nore
than sinply list circunstances ich are .
| abel ed "unitary factors." Such "factors"
are distinguishing features of a unitary
busi ness only when they show that there was
functional integration between the corpora-
tions or divisions involved. W nust
di stingui sh "between those cases in which
unitary labels are applied to transactions
and circunmstances which, upon exam nation,
have no real substance, and those in which
the factors involved show such a significant
interrelationship anmong the related entities
that they all nust be considered to be parts
of a single integrated economc enterprise.”
(Appeal of Saga Corporation, Cal. st. Bd. of
Equal -, June 29, 190Z.)

The facts avail abl e show that the airplanes
purchased by Euroworld were never used in appellant's
restaurants or shopping centers. Rather, it appears that
appel l ant's maj or shareholder, David Tallichet, Jr., was
purchasing aircraft because of his interest .in vintage
airplanes. In sum we find that the executive assistance
provi ded, by appellant |acks unitary significance because
It did not result in any integration between Euroworld
and appellant. Likew se, the financial guidance provided
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merely indicates appellant's interest in overseeing its
i nvestments and providing funds so that Euroworld coul d
further its independent operations. There is also no
evidence that the conmon directors or officers'had any
real control over Euroworld's actioites. It has not”been
shown that any of the officers, other than Tallichet, had
any know edge about the aircraft purchased by Euroworld.
Unity of use and operation, therefore, cannot be said to
have existed to any neaningful extent.

~The lack of unity is also clear when judged by
the contribution or dependency test. The preceding
di scussi on shows that the unitary factors propounded by
appell ant do not show that the operations of appellant
“and Euroworld contributed to or depended on each‘other in
such a way as to conpel the conclusion that both corpora-
t1ons were engaged I N a single integrated ecoromic enter-
prise. They are merely two comonly owned enterprises
which are unrelated operationally.

The other subsidiary, Sea Furies, is a joint
venture entered into between Tallichet and a representa-
tive of Vintage Aircraft International to purchase, for
‘resale; 24 Hawker Sea Furies fromthe Iragi Air Force. A
contract with vintage was signed February 21, 1975.
Appel | ant contends that itis unitary with Sea Furies
because it provided financing for the business operation

eneEﬂ managenent, and other centralized services for
ea Furi es.

~ For the reasons di scussed in detail above in

connection with Euroworld, we cannot conclude that
aneIIant is unitary with Sea Furies. Buying airplanes

o sell at retail s not a business that contributes or

depends on appellant's restaurant business. Bather, this

busi ness, |ike Buroworld's, appears to be a persqnal
interest of Tallichet's. In the absence of any integra-

t1on between Sea Furiesand appellant, we rmust concl ude

that the businesses are not unitary. .

The third issue presented in this appeal is
whet her respondent’s actions in reducing appellant's bad
debt reserve constituted an abuse of discretion.

Appel lant files its tax returns using the
reserve nethod of deducting bad' debts. The formula used
to conpute reserves is based upon an analysis of the
agi ng accounts recei vabl e and applyln% the known facts of
each case. Generally, included in the reserve are all
accounts past due 90 days, and over 50 percent ofthose
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past due 60 to 90 days and all returned checks. Excep-
tions are made for certain factors based upon the tax-

: pgyer's know edge of the custoners and circunstances.

| past due accounts are closely nonitored and repeat-
edly billed after 30, 60, and 75 days. After 90 days, a
witten request for wite-off is nrepared for approval of
a regional -manager. After 120 days, accounts are written
off and forwarded to the central office for collection.
Usual Iy, another 120 days pass before the account is
finally witten off.

Respondent, using a Six-year noving average
formula as defined in Black Mtor Co. v. _C&n ssioner, 41
B.T.A 300 (1940), affd., 125 F.2d 977 (6th Gr. 1942),
det erm ned t hat aPpeIIant's reserve for bad debts was
excessive. Appellant, however, believes that its method
used to determine the bad debt reserve is reasonabl e and
that its fornula is »etter becausa it consi ders =ssential
factors such as industry practice and experience, the
general business and econom c environnment, and the facts
and circunstances of each individual delingquent account.
aﬁpellant further contends that the Black Mtor formla,
mich is dependent upon the timng of wite-offs,.results
in an inproper and unreasonabl e-year-end reserve.

Subdi vision (a) of section 24348 provides:
"There shall be allowed as a deduction debts which becone
worthless within the incone year; or, in the discretion
of the Franchise Tax Board, a reasonable addition to a
reserve for bad debts." This |language is substantially
the same as that of Internal Revenue Code section 166(c).
Consequent|y, federal precedent is persuasive in
Interpreti n% section 24348. (Aeanley v._McColgan, 49
Cal.app.2d 203 121 P.2d 45] (1942).)

As we have noted in previous opinions, respon-
dent's determnations with respect to additions to a
reserve for bad debts car&y_%reat wei ght because of the
express discretion granted it by statute. \Wen the
Franchi se Tax Board disallows an addition to a reserve
for bad debts, the taxpayer nust not only denonstrate
that additions to the reserve were reasonable, but also
must establish that respondent's actions in disallow ng
those additions were arbitrary and amounted to an abusé
of discretion. (Roanoke Vending Exchange, Inc. v.
Commissioner, 40 T.C. 735 (1963); Appeal of Brighton Sand
and Gravel Company, Cal. St. Bd. of Equal., Aug. 19,
1981; Appeal of Vaughn F. and Betty F. Fisher, Cal. St.
Bd. of Equal., Jan. 7, 1975.) 1In other words, by )
choosing-to use the reserve nethod, appellant has
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subjected itself to the reasonable discretion of respon-
dent. (Union National Bank & Trust Co. of Elgin v.
Commi ssioner, 26 [.C 537 (1956).)

A bad debt reserve is essentially an estimate
of future losses which can reasonably be expected to
result from debts outstanding at the close of the taxable
year. (valmont |ndustries, Tnc. v. Conm ssioner, 73 T.C.
1059 (1980).) Under the reserve method of handling bad
debts, the reserve is reduced by char?lng agai nst 1t
specific bad debts which become worthless during the
income year and is increased by crediting it with
reasonabl e additions. Wat is reasonable will depend on
the total amount of debts outstanding at the end of the
year, including current debts, as well as those of prior
years, and the total amount of the existing reserve.

As was previously stated, respondent used the
Black Mtor formula, which“is a fornula which applies
appelTani s own experiences with losses in prior years
and establishes a percentage |evel for the reserve in
determ ning the'need for and amount of a current addi-
tion. appellant has not shown that respondent's use of
the six-year nmoving average fornula was arbitrary or
anounted to an abuse of discretion. Appellant contends
that the Black Mtor forrmula does not adapt itself to the
met hod appelTant uses to write Off its delinquent
accounts. The Black Mtor formula is dependent upon the
t|n1n% of wite-offs. Appellant, therefore, contends
that because its nethod of witing off debts is very
slow, that the Black Motor formula results in an |nproFer
and unreasonabl e year-end reserve, W cannot agree. |t
Is well established that if a taxpayer's nost recent bad
debt experience is unrepresentative for sone reason, a
fornula using that experience as data cannot be expected
to produce a "reasonable" addition for the current year.
(Thor Power Tool Co. v. Conm ssioner, 439 U S. 522 [58
L 55, 2d 785] (1979).) I n This Ccase, appellant has not
shown either changes in conditions of business in general
orchanges in custoners specifically, Unless appellant
can establish conditions that will cause future debt
collections to be less likely than in the past, we cannot
conclude that the Black Mtor formula is unreliable

As was stated above, when the Franchise Tax
Board disallows an addition to a reserve, the taxpayer
must not only establish that res$$ndent's actions in
disallowing the additions were arbitrary, but the
taxpayer must al so establish that the additions to the
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reserve were reasonable. Here, we nust conclude that
appel lant has failed on both requirenents.

The fourth issue presented in this appeal is
whet her income fromthe sale of property should be
included in the year the prom ssory note received in
payment was issued to appellant or in the year the note
was actually' paid off. -

on Septenmber 27, 1977, appellant sold to an
unrelated third party all |easehold inprovenents |ocated
at Portland Village.  Payment for the |easehold inprove-
ment consisted of the assunption of a nortgage payable in
t he anount of $1,042,500 and issuance of a prom ssor
note. The pron1ssor% note was for the face amount o
$300, 000; however, the terms of the obligation provided
for 3 substantial discount if paié¢ off early, and
princi pal paynents were contingent upon the anounts of
rental incone received by the buyer. Subsequently, in
accordance with the provision of the note relating to the
di scount, $200,000 was received in the cal endar year
ended Decenmber 31, 1979, as paynent in full, and was
included in the corporate franchise tax return for the
“income year ended June 30, 1980.

_ Appel I ant contends that due to the contingency
i nvol ved and the uncertainty of collection, the obliga-
tion had no fair market value at the time of the sale.

|t did not include the anount of the note in its return
for the inconme year ended June 30, 1978. Respondent's
audit staff included the eng}re $300, 000 as incone in the
year the note was executed.

_ Section 24651, subdivision (a%, provi des that
i ncone shall be conmputed "under the nethod of accounting
on the basis of which the taxpayer regularly conputes its
income in keeping its books." &gpellant maintains its
records on an accrual method. It is elementary that
where a taxpayer keeps its books on an accrual basis, it

‘is the right to receive and not the actual receipt of
such income that determnes the year in which it is
includible in gross income. (Spring Gty Foundry Co. wv.

3/ AT the admnistrative Protest | evel , respondent
agreedto allow the final tigure to be $200, 000, as that
was the anmount appellant actually received, according to
the terns of the note, in its fiscal year ended June 30,
1980. However, respondent maintains iIts position that
the amount is includible on the 1978 return.
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Commissioner, 292 U S. 182 (78 L.Ed. 12001 (1934); Appeal
of_Dant_Tnvestnent Corporation,. Cal. St. Bd. of Equal.,
Mar. 2, 1977. n tne case ol gains fromthe sale of
property, the accrual basis taxpayer realizes gain when a
sale is conpleted and the right to receive payment
becomes unqualified because the buyer is unconditjonally
L0Le g e e Py e iyt torn T
unper : L. 74 L.Ed. :
mm ssitoner v, Union Pacific Railroad Co., 86 F.2d8 637
(2d Qr. 1936).) For tax purposes, a conpleted or closed
transaction results froma contract of sale which is
absolute and unconditional on the part of the seller to
deliver title to the buyer upon payment of the considera-
tion, and by which the purchaser secures imediate
possession and exercises all the rights of ownership.
(Appeal of N.S.B. Corporation, Cal. St. Bd. of Equal.,
Dec. §, i9tc.) A delay in actual payment doez aot
prevent the earlier accrual of income, as Ipn% as the
contract ﬂlves the seller the unqualified right to
receive the purchase price. (See Consolidated Gas &

equi pnent Co, of Anerica, 35 T.C. 675 (1961).)

~In this case, appellant received the note which
was binding on the issuer in the incone year ended

June 30, 1978. ite clearly, thi? is the year in which
the income nust be reported.” Appellant contends that

because of the uncertainty of collection, the note had no
fair market value at the'time of the sale. W cannot
agree. Wiile we recognize that under some circumstances
a taxpayer is not required to accrue inconme which it
knows to be uncollectible, there is nothlng in the facts
of this case which indicates that by June 30, 1978,
appellant_had any reason to believe that the note would
not be paid. ee Appeal of Al um Rock Devel opnment
Company, Cal. St. Bd. of Equal., Dec. 29, 1958.) 1In the
absence of this evidence, we nust conclude that because
appellant had the right to enforce a collectible debt
during its fiscal year, the value of the note was
accruabl e intheincome year ended June 30, 1978,

The final issue presented in this appeal is
whet her the mninum franchise tax is payable when the
apportioned tax due from certain unitary subsidiaries is
| ess than the m ninum tax.

In its brief, appellant_siates t hat respondent
has held that certain of i1ts subsidiaries are not part of
its unitary business. In fact, respondent acknow edges
that these subsidiaries are part of appellant's unitary
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busi ness.  Respondent, however, has assessed the m ni mm
franchise tax on each of these corporations.

Section. 23151 provides that, with the exception
of financial corporations,. every corporation which does
business in California must pay a tax for, the Rri%iggge
of exercising its corporate franchise. Section 231
provides that each corporation nmust pay at |east a
mnimum tax for the privilege conferred. Since each
corporation in question did business in California, we
must conclude that the action by respondent is
appropri ate.

In sum for the reasons discussed in detail
above, we conclude that the action taken by respondent in
this appeal nust be uphel d.
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ORDER

Pursuant to the views expressed in the opinion

of the board on file in this proceeding, and good cause
appearing therefor,

IT | S HEREBY ORDERED, ADJUDGED AND DECREED,
pursuant to section 25667 of the Revenue and Taxation
Code, that the action of the Franchise Tax Board on the
"protest of Specialty Restaurants corperation agai nst
proposed assessnents "of additional “franchise tax in the
amounts of $12,096 and $29,922 for the incone years ended

June 30, 1977, and June 30, 1978, respectively, be and
the same i s hereby sustained.

Done at sacramerto, California, this 10th day
Of september » 1986, by the State Board of Equal i zati on,

with Board Menbers M. Nevins, M. Collis, M. Dronenburg
and M. Harvey present.

Richard Nevins » Chai r man
Conway H Collijs . Menber
Erpest J. Dronenburs. Jr. . Member
Wal ter Harvey* » Menber
Menmber

*For Kenneth Cory, per Governnent Code section 7.9
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